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7KHJURZWKRUGHFOLQHRIDUHJLRQGHSHQGVRQLWVSRZHUWRSXOODQGUHWDLQERWKEXVLQHVVDFWLYLWLHVDQGWKHULJKWEOHQGRISHRSOH
WRUXQWKHPWKLVSXOOLQJSRZHUGHSHQGVRQZKDWZHFDOOWKH,PDJHRIWKHUHJLRQ+HQFHLWFDQEHDUJXHGWKDWDWHDFKSRLQWLQ
WLPHWKHUHJLRQVHQGVRXWLWV,PDJHDQGGHSHQGLQJRQLWVLPSDFWRQWKHUHFHLYHUVERWKHPSOR\HUVDQGHPSOR\HHVWKHUHJLRQ
PD\EHFRQVLGHUHGDWWUDFWLYHRUQRQDWWUDFWLYH7KHDYDLODEOHHYLGHQFHVXJJHVWVWKDWDOOWKHUHFHLYHUVJURXSVRULQRWKHUZRUGVWKH
SRWHQWLDOPRYHUVUHDFWVLPLODUO\WRDEDVLFVHWRIIDFWRUVPRUHSUHFLVHO\DVHWRIPLQLPXPVWDQGDUGVODUJHO\FRPPRQWRDOOWKH
SRWHQWLDOPRYHUVPXVWEHVDWLVILHGLIWKHUHJLRQLVWREHFRQVLGHUHGDVDSRWHQWLDOFKRLFHE\DQ\RIWKHP2QWKHRWKHUKDQGWKH
SRWHQWLDOPRYHUVPD\EHORQJWRDQXPEHURIGLIIHUHQWJURXSVWKDWKDYHDGLIIHUHQWW\SHRILQWHUDFWLRQZLWKDUHJLRQDQGDVUHVXOW
HDFKRIWKHVHJURXSVLVOLNHO\WRKDYHDGLIIHUHQWLPDJHRIWKHSDUWLFXODUUHJLRQ+HQFHDUHJLRQGRHVQRWKDYHDVLQJOHLPDJHEXW
PXOWLSOHRQHV
7R UHFRQFLOH WKHVH WZRYLHZVZH UHILQH WKHFRQFHSWRID UHJLRQ
V ,PDJHE\ LQWURGXFLQJ WKH IROORZLQJ WZRFRQFHSWV WKH%DVLF
,PDJHDQGWKH6SHFLILF,PDJH7KH%DVLF,PDJHRIDJLYHQUHJLRQPHDVXUHVWKHGHJUHHWRZKLFKWKHUHJLRQVDWLVILHVDVHWRIEDVLF
FULWHULD FRPPRQ IRU DOO PRYHUV $ UHJLRQ VDWLVI\LQJ WKRVH FULWHULD LV FRQVLGHUHG E\ DOO SRWHQWLDO PRYHUV DV ZRUWK D FORVHU
H[DPLQDWLRQDQGDVDSRWHQWLDOILQDOFKRLFH2QWKHRWKHUKDQGWKH6SHFLILF,PDJHRIDJLYHQUHJLRQDVSHUFHLYHGE\DSDUWLFXODU
JURXSRISRWHQWLDOPRYHUVPHDVXUHVWKHGHJUHHWRZKLFKPRYHUVEHORQJLQJWRWKDWSDUWLFXODUJURXSFRQVLGHUWKHUHJLRQDVWKHLU
EHVWILQDOFKRLFH
$GHWDLOHGH[SRVLWLRQRIWKHFRQFHSWRIDUHJLRQ¶V%DVLF,PDJHKDVEHHQSUHVHQWHGLQVRPHRIWKHDXWKRUV¶HDUOLHUSDSHUV,QWKH
SUHVHQWSDSHUHPSKDVLVZLOOEHSODFHGRQDUHJLRQ¶V6SHFLILF,PDJHDVSHUFHLYHGE\WKHYDULRXVJURXSVRISRWHQWLDOPRYHUV0RUH
SUHFLVHO\
x 7KHJURXSVRISRWHQWLDOPRYHUVZLOOEHGHWHUPLQHG
x 7KHIDFWRUVDIIHFWLQJHDFKJURXSZLOOEHLGHQWLILHGDQGZD\VIRUWKHLUPHDVXUHPHQWZLOOEHVXJJHVWHG
x 7KHIRUPRIHDFK6SHFLILF,PDJHIXQFWLRQZLOOEHGHILQHG
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7KHWKHRUHWLFDOILQGLQJVZLOOEHDSSOLHGWRDQXPEHURIUHJLRQVDQGWKHLU%DVLFDQG6SHFLILF,PDJHVZLOOEHFDOFXODWHG7KHPDLQ
UHVXOWVZLOOEHSUHVHQWHGDQGGLVFXVVHG
7KH$XWKRUV3XEOLVKHGE\(OVHYLHU%9
3HHUUHYLHZXQGHUUHVSRQVLELOLW\RI>'HSDUWPHQWRI$FFRXQWDQF\DQG)LQDQFH(DVWHUQ0DFHGRQLDDQG7KUDFH,QVWLWXWHRI
7HFKQRORJ\@
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,QWURGXFWLRQ
7KHGHYHORSPHQWRIDQDUHDGHSHQGVRQLWVDELOLW\WRDWWUDFWEXVLQHVVXQLWVDQGWKHSURSHUZRUNIRUFHWRUXQWKHP
0RELOLW\KRZHYHULVODUJHO\DYROXQWDU\SURFHVV%XVLQHVVXQLWVDQGHPSOR\HHVPRYHLQWRRURXWRIDJLYHQDUHDRQ
WKH EDVLV RI WKHLU SHUFHSWLRQ RI WKH DUHD¶V UHODWLYH DWWUDFWLYHQHVV 7KHLU PRELOLW\ LV D IXQFWLRQ RI D PXOWLWXGH RI
IDFWRUV ,Q WKH HDUO\ VWDJHV RI D FRXQWU\¶V LQGXVWULDOL]DWLRQ WKH GRPLQDQW IDFWRUV DUH HFRQRPLF +RZHYHU DV WKH
LQGXVWULDOL]DWLRQ SURFHVV SURJUHVVHV WKH UROH RI WKH VRFLDO IDFWRUV LV JUDGXDOO\ VWUHQJWKHQHG DQG LQ VRPH FDVHV
EHFRPHVGHFLVLYH(QYLURQPHQWDO IDFWRUV DUH XVXDOO\ WKH ODVW WR EH FRQVLGHUHGZKHQSHRSOH UHDOL]H WKDW WKH UDSLG
JURZWKRIWKHVRFLRHFRQRPLFVXEV\VWHPKDVEHJXQWRRYHUORDGVRPHRIWKHFDSDELOLWLHVRIWKHHFRV\VWHPORFDOO\DV
ZHOODVJOREDOO\
0DQNLQG¶V UHODWLRQVKLSZLWK WKH HQYLURQPHQWKDVJRQH WKURXJK VHYHUDO VWDJHV VWDUWLQJZLWKSULPLWLYH WLPHV LQ
ZKLFK KXPDQ EHLQJV OLYHG LQ D VWDWH RI V\PELRVLVZLWK QDWXUH IROORZHG E\ D SHULRG RI LQFUHDVLQJPDVWHU\ RYHU
QDWXUHXSWRLQGXVWULDODJHDQGFXOPLQDWLQJLQWKHUDSLGPDWHULDOLQWHQVLYHJURZWKSDWWHUQRIWKHWKFHQWXU\ZKLFK
DGYHUVHO\DIIHFWHGQDWXUDOUHVRXUFHVLQPDQ\ZD\VWKXVEHFRPLQJDVHULRXVLPSHGLPHQWWRIXUWKHUJURZWK
(QYLURQPHQWDO DVVHWV SURYLGH YDULRXV W\SHV RI VHUYLFHV WR KXPDQ VRFLHW\ UDQJLQJ IURP VLPSOH DPHQLWLHV WR
LUUHSODFHDEOH OLIH VXSSRUW IXQFWLRQVDQG WKHUH LVDQXUJHQWQHHGIRU WKHSHRSOH WR LQFRUSRUDWH WKHFRQVHTXHQFHVRI
WKRVHDVVHWV¶GHJUDGDWLRQLQWRWKHLUGHFLVLRQPDNLQJSURFHVV7KHVFRSHRIWKHSUHVHQWSDSHULVWR
x *LYHDEULHIRYHUYLHZRIWKHFRQFHSWRIVXVWDLQDEOHGHYHORSPHQW
x 3UHVHQWDPHDVXUHRIDUHJLRQ¶VRYHUDOODWWUDFWLYHQHVV
x ,GHQWLI\WKHPDLQJURXSVRISRWHQWLDOPRYHUVLQWRDQGRXWRIDUHJLRQ
x 3UHVHQWDPHDVXUHRIDUHJLRQ¶VDWWUDFWLYHQHVVDVSHUFHLYHGE\WKRVHJURXSVRIPRYHUV
x $SSO\WKHWKHRUHWLFDOILQGLQJVRQWKH*UHHNUHJLRQVDQGGLVFXVVWKHUHVXOWV
6XVWDLQDEOH'HYHORSPHQW
7KHFRQFHSWRIGHYHORSPHQWLVXVHGWRH[SUHVVWKHDFKLHYHPHQWVRUWKHSRVLWLYHFKDQJHVLQWKHEDVLFHOHPHQWVRI
KXPDQ VRFLRHFRQRPLFEHKDYLRXU7KRVHZKR VHHN D VFLHQWLILF GHILQLWLRQ IRU GHYHORSPHQW GLVUHJDUG WKH IDFW WKDW
GHYHORSPHQW LV QRW RQO\ D WHFKQLFDO VXEMHFW ,W KDV DQ LPSRUWDQW LGHRORJLFDO FRQWHQW DQG UHIOHFWV D VWURQJ VHW RI
YDOXHV 7KHUHE\ WKH WHUP ³GHYHORSPHQW´ LV LGHQWLILHG LQ WKH WK FHQWXU\ ZLWK WKH WHUPV HFRQRPLF JURZWK DQG
LQGXVWULDOLVDWLRQ(FRQRPLF SROLFLHV KDYH W\SLFDOO\PHDVXUHG GHYHORSPHQW DV WKH JURZWK RI SHU FDSLWD LQFRPHRU
FRQVXPSWLRQ'LVFXVVLRQVDERXWWKHOLPLWVDQGLPSOLFDWLRQVRIHFRQRPLFJURZWKDQGWKHQHHGIRUDVRFLDOGLPHQVLRQ
RIJURZWKKDYHEHHQUHFXUUHQWLQHFRQRPLFKLVWRU\5HFHQWO\DQHZHQYLURQPHQWDOGLPHQVLRQRIGHYHORSPHQWKDV
EHHQDGGHGWRWKHHFRQRPLFDQGVRFLDODQGWKHEOHQGLQJRIDOOWKUHHGLPHQVLRQVLQGHILQLQJVXVWDLQDEOHGHYHORSPHQW
KDVEHHQH[DPLQHG
6XVWDLQDEOHGHYHORSPHQWLVQRWDQHZFRQFHSW-60LOORQHRIWKHJUHDWHFRQRPLVWVRIWKHWKFHQWXU\
VKRZHGKLV FRQFHUQE\ IRFXVLQJRQ LVVXHV VXFKDV WKHXOWLPDWHSRLQW WRZKLFK VRFLHW\ LV WHQGLQJE\ LWV LQGXVWULDO
SURJUHVVDQGWKHFRQGLWLRQVPDQNLQGZLOOKDYHWRIDFHZKHQWKLVSURJUHVVVHL]HV1HOVRQ0DQ\\HDUVODWHU
5 6RORZ  DQRWKHU OHDGLQJ DQG 1REHO SUL]H ZLQQHU HFRQRPLVW IRFXVLQJ RQ WKH VDPH VXEMHFW VWDWHG WKDW
VXVWDLQDELOLW\PXVWEHXQGHUVWRRGDVDQREOLJDWLRQWRFRQGXFWRXUVHOYHVVRWKDWZHOHDYHWRWKHIXWXUHWKHRSWLRQRU
WKHFDSDFLW\WREHDVZHOORIIDVZHDUH)XUWKHUPRUHKHXUJHGWKHGHFLVLRQPDNHUVWRWDNHDOOWKHPHDVXUHVQHHGHG
WRHQVXUHDGLVWULEXWLRQDOHTXLW\EHWZHHQWKHSUHVHQWDQGWKHIXWXUH
7KH WHUULWRULDO RUJDQLVDWLRQ RI HFRQRPLHV DQG VRFLHWLHV LV XQGHUJRLQJ D GUDPDWLF FKDQJH *OREDOLVDWLRQ
WHFKQRORJLFDO LQQRYDWLRQ PLJUDWLRQ DQG SRSXODWLRQ DJHLQJPDNH LW LQFUHDVLQJO\ GLIILFXOW WR SUHGLFW WKH IXWXUH RI
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UHJLRQV6XVWDLQDEOHGHYHORSPHQWLVDVWUDWHJ\E\ZKLFKFRPPXQLWLHVVHHNHFRQRPLFGHYHORSPHQWDSSURDFKHVWKDW
DOVREHQHILWWKHORFDOHQYLURQPHQWDQGTXDOLW\RIOLIH,WKDVEHFRPHDQLPSRUWDQWJXLGHWRPDQ\FRPPXQLWLHVZKLFK
KDYHGLVFRYHUHGWKDWWUDGLWLRQDODSSURDFKHVWRSODQQLQJDQGGHYHORSPHQWDUHFUHDWLQJUDWKHUWKDQVROYLQJVRFLHWDO
DQGHQYLURQPHQWDOSUREOHPV:KHUHWUDGLWLRQDODSSURDFKHVFDQOHDGWRFRQJHVWLRQVSUDZOSROOXWLRQDQGUHVRXUFH
RYHUFRQVXPSWLRQVXVWDLQDEOHGHYHORSPHQWRIIHUVUHDOODVWLQJVROXWLRQVWKDWZLOOVWUHQJWKHQRXUIXWXUH6XVWDLQDEOH
GHYHORSPHQW SURYLGHV D IUDPHZRUN XQGHU ZKLFK FRPPXQLWLHV FDQ XVH UHVRXUFHV HIILFLHQWO\ FUHDWH HIILFLHQW
LQIUDVWUXFWXUHVSURWHFWDQGHQKDQFHTXDOLW\RIOLIHDQGFUHDWHQHZEXVLQHVVHVWRVWUHQJWKHQWKHLUHFRQRPLHV,WFDQ
KHOSXVFUHDWHKHDOWK\FRPPXQLWLHVWKDWFDQVXVWDLQRXUJHQHUDWLRQDVZHOODVWKRVHWKDWIROORZXV
0HDVXULQJ6XVWDLQDEOH'HYHORSPHQW
0DQ\WRROVDQGPHWKRGRORJLHVKDYHEHHQXVHGRYHUWKHSDVW\HDUVWRPHDVXUHWKHSURJUHVVWRZDUGVVXVWDLQDELOLW\
$FFRUGLQJWR0XQGDWKHPDMRULW\RIWKHPPDNHXVHRIDVLQJOHPHDVXUDEOHLQGLFDWRUVXFKDV*'3SHU
FDSLWD  GLPHQVLRQ LH RQH RI WKH HFRQRPLF HQYLURQPHQWDO RU VRFLDO GLPHQVLRQV  VFDOH RI DQDO\VLV 
REMHFWLYHHJPD[LPL]DWLRQRIHFRQRPLFHIILFLHQF\WLPHKRUL]RQ
0DQ\DSSURDFKHVIRUPHDVXULQJVXVWDLQDEOHGHYHORSPHQWKDYHOHGWRYHU\GHWDLOHGIUDPHZRUNVIURPZKLFKORQJ
OLVWV RI LQGLFDWRUV KDYH EHHQ GHULYHG 7KH FULWHULD DFFRUGLQJ WR ZKLFK LQGLFDWRUV DUH VHOHFWHG DUH H[KDXVWLQJ LQ
OLWHUDWXUH.H\UHTXLUHPHQWVLQFOXGHL WKHULJRURXVFRQQHFWLRQWR WKHGHILQLWLRQVRIVXVWDLQDELOLW\3H]]H\
LL WKH VHOHFWLRQRIPHDQLQJIXO LQGLFDWRUV UHSUHVHQWLQJKROLVWLF ILHOGV &XVWDQFHDQG+LOOLHU LLL UHOLDELOLW\
DQGDYDLODELOLW\RIGDWDIRUTXDQWLILFDWLRQRYHUORQJHUWLPHKRUL]RQV%DUULRVDQG.RPRWR
ǹQXPEHURIUHVHDUFKHUVLQFOXGHWRWKHLUPHDVXUHPHQWIUDPHZRUNVDVSHFWVVXFKDVVRFLDOFDSLWDO3XWQDP
SHUVRQDOFDSLWDO7RPHUIUHHGRPULJKWV6HQZHOOEHLQJ+HOOLZHOOZKLFKDUHVHHQDVLPSRUWDQW
LQSXWVOHDGLQJWRVLJQLILFDQWVRFLRHFRQRPLFRXWFRPHVLQRUGHUWRH[SODLQGLIIHUHQWLDOVXVWDLQDEOHGHYHORSPHQW
2Q WKHEDVLVRIDOO WKHDERYH LWFDQEHVDLG WKDWVXVWDLQDEOHGHYHORSPHQWPHDQVHQVXULQJHFRQRPLFHIILFLHQF\
ZKLOH UHVSHFWLQJ VRFLDO HTXLW\ DQG VDIHJXDUGLQJ HFRORJLFDO LQWHJULW\ +HQFH PHDVXULQJ VXVWDLQDEOH GHYHORSPHQW
PHDQV JRLQJ EH\RQG D SXUHO\ HFRQRPLF GHVFULSWLRQ RI KXPDQ DFWLYLWLHV  DW DPLQLPXP UHTXLUHV LQWHJUDWLRQ RI
HFRQRPLF VRFLDO DQGHQYLURQPHQWDO FRQFHUQV7KLV LVQRW DQHDV\ WDVNDQG UHTXLUHV WKHGHVLJQRI D VSHFLILF WRRO
+HQFHLQWKLVSDSHUZHLQWURGXFHWKHFRQFHSWVRI%DVLFDQG6SHFLILF,PDJHPHDVXUHVRIDQDUHD¶VRYHUDOOSURJUHVV
WRZDUGV VXVWDLQDEOHGHYHORSPHQWZKLFK HQFRPSDVV DOO WKH WKUHHGLPHQVLRQV HFRQRPLF VRFLDO DQG HQYLURQPHQWDO
DQGVXJJHVWZD\VRIPHDVXULQJLW
7KHFRQFHSWRID5HJLRQ¶V,PDJH
7KHDELOLW\RIDUHJLRQWRDWWUDFWEXVLQHVVDFWLYLWLHVDQGFRPSHWHQWSHRSOHWRUXQWKHPGHSHQGVRQZKDWZHFDOO
WKH,PDJHRIWKHUHJLRQ7KHWHUPLPDJHLVFXUUHQWO\XVHGLQDYDULHW\RIFRQWH[WV,PDJHLVDVXPRIEHOLHIVLGHDV
DQGLPSUHVVLRQV,WLVWKHWRWDOLPSUHVVLRQDQHQWLW\PDNHVRQWKHPLQGVRISHRSOHDQGH[HUWVDSRZHUIXOLQIOXHQFHRQ
WKHZD\ SHRSOH SHUFHLYH WKLQJV DQG UHDFW WR WKHP 'RZOLQJ 'LFKWHU 0DUNHWLQJ OLWHUDWXUH UHIHUV WR
SODFHLPDJHVDQGPDNHVWKHGLVWLQFWLRQEHWZHHQSURMHFWHGDQGUHFHLYHGLPDJHV.RWOHUHWDO3URMHFWHGSODFH
LPDJHV FDQ EH VHHQ DV WKH LGHDV DQG LPSUHVVLRQV RI D SODFH WKDW DUH DYDLODEOH IRU SHRSOH¶V FRQVLGHUDWLRQ 7KRVH
LPDJHV UHDFK WKH SRWHQWLDO PRYHU E\ D WUDQVPLVVLRQ RU GLIIXVLRQ SURFHVV WKURXJK YDULRXV FKDQQHOV RI
FRPPXQLFDWLRQZKLFK WKHPVHOYHV FDQ DOWHU WKH FKDUDFWHU RI WKHPHVVDJH 7KH UHFHLYHG SODFH LPDJHV DUH VKDSHG
IURPWKHLQWHUDFWLRQEHWZHHQWKHVHSURMHFWHGPHVVDJHVDQGWKHPRYHUV¶RZQQHHGVPRWLYDWLRQVSULRUNQRZOHGJH
H[SHULHQFHSUHIHUHQFHV DQGRWKHUSHUVRQDO FKDUDFWHULVWLFV ,Q WKLVZD\SRWHQWLDOPRYHUV FUHDWH WKHLU RZQXQLTXH
UHSUHVHQWDWLRQVRUPHQWDOFRQVWUXFWVUHVXOWLQJLQWKHLURZQSHUVRQDOLPDJHVRISODFH$VKZRUWKDQG9RRJG
*DUWQHU%UDPZHOODQG5DZGLQJ
7KLV SDSHU GHILQHV ,PDJH LQ DQ DOWHUQDWLYH ZD\ DV D IXQFWLRQ RI REMHFWLYHO\ PHDVXUHG IDFWRUV DIIHFWLQJ WKH
PRYHPHQW RI ERWK EXVLQHVV DFWLYLWLHV DQG HPSOR\HHV 2EYLRXVO\ D UHJLRQ
V ,PDJH PD\ EH LPSURYHG WKURXJK
PDUNHWLQJ DQG SURPRWLRQ EXW RQO\ WHPSRUDULO\ 7KH RQO\ ODVWLQJ LPSURYHPHQW LV WKH ³UHDO´ DQG REMHFWLYH
HQGRUVHPHQWRIWKHUHJLRQ
V,PDJHDWWULEXWHVZKLFKLQFUHDVHVLQFRPSHWLWLYHQHVVDQGPDNHVLWD³VWLFN\SODFH´IRU
EXVLQHVVDQGSHRSOH0DUNXQVHQ0DOHFNL
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'LIIHUHQWSHRSOHKROGTXLWHGLIIHUHQWLPDJHVRIWKHVDPHSODFH%HFDXVHDUHJLRQPD\EHUHODWHGWRDQXPEHURI
SRWHQWLDOPRYHUV¶JURXSV WKDWKDYHDGLIIHUHQW W\SHRI LQWHUDFWLRQZLWK LWHDFKRI WKHVHJURXSV LV OLNHO\ WRKDYHD
GLIIHUHQWLPDJHRIWKHSDUWLFXODUUHJLRQ+HQFHDUHJLRQGRHVQRWKDYHDVLQJOHLPDJHEXWPXOWLSOHRQHV'RZOLQJ
 %DVHG RQ WKH DERYH LW FDQ EH DUJXHG WKDW DW HDFK SRLQW LQ WLPH WKH UHJLRQ VHQGV RXW LWV ,PDJH DQG
GHSHQGLQJRQLWVLPSDFWRQWKHSHRSOHERWKHPSOR\HUVDQGHPSOR\HHVWKHUHJLRQPD\EHFRQVLGHUHGDWWUDFWLYHRU
QRQDWWUDFWLYH
2QH PD\ DUJXH WKDW VLQFH SHRSOH UHFHLYLQJ WKH LPDJH RI WKH UHJLRQ EHORQJ WR YDULRXV GLVWLQFW JURXSV LH
HPSOR\HUVXQVNLOOHGZRUNHUVVNLOOHGZRUNHUVHWFDQGDUHVHQVLWLYHWRGLIIHUHQWIDFWRUVWKHLPSDFWRIWKHUHJLRQ¶V
,PDJHRQWKHPHPEHUVRIHDFKSDUWLFXODUJURXSZLOOEHGLIIHUHQW.RWOHUHWDO7KLVLVDSODXVLEOHDUJXPHQW
EXWRQWKHRWKHUKDQGHYLGHQFHVXJJHVWVWKDWDOOJURXSVRISRWHQWLDOPRYHUVUHDFWVLPLODUO\WRDEDVLFVHWRIIDFWRUV
PRUHSUHFLVHO\DVHWRIPLQLPXPVWDQGDUGVODUJHO\FRPPRQWRDOOJURXSVPXVWEHVDWLVILHGLIWKHUHJLRQLVWREH
FRQVLGHUHGDVDSRWHQWLDOFKRLFHE\DQ\RIWKHP(YHU\FRPPXQLW\PXVWSURYLGHVRPHEDVLFVWDQGDUGVRIVHUYLFHVWR
DWWUDFW DQG UHWDLQ SHRSOH EXVLQHVV DQG YLVLWRUV $GPLWWHGO\ QR XQLIRUP VWDQGDUGV H[LVW +HQFH HYHU\ UHJLRQ LQ
RUGHUWREHUHPDLQDWWUDFWLYHVKRXOGGHWHUPLQHWKHVWDQGDUGVSHUWDLQLQJHDFKWLPHDQGWU\WRPHHWWKHP.RWOHUHW
DO
7R UHFRQFLOH WKHVH WZR YLHZV ZH UHILQH WKH FRQFHSW RI D UHJLRQ
V ,PDJH E\ LQWURGXFLQJ WKH IROORZLQJ WZR
FRQFHSWVWKH%DVLF,PDJHDQGWKH6SHFLILF,PDJH
7KH %DVLF ,PDJH RI D JLYHQ UHJLRQPHDVXUHV WKH GHJUHH WR ZKLFK WKH UHJLRQ VDWLVILHV D VHW RI EDVLF FULWHULD
FRPPRQIRUDOOPRYHUV$UHJLRQVDWLVI\LQJ WKRVHFULWHULD LVFRQVLGHUHGE\DOOSRWHQWLDOPRYHUVDVZRUWKDFORVHU
H[DPLQDWLRQDQGDVDSRWHQWLDOILQDOFKRLFH
7KH 6SHFLILF ,PDJH RI D JLYHQ UHJLRQ DV SHUFHLYHG E\ D SDUWLFXODU JURXS RI SRWHQWLDO PRYHUV PHDVXUHV WKH
GHJUHH WR ZKLFK PRYHUV EHORQJLQJ WR WKDW SDUWLFXODU JURXS FRQVLGHU WKH UHJLRQ DV WKHLU EHVW ILQDO FKRLFH 7KLV
6SHFLILF ,PDJH KRZHYHU DOWKRXJK D IXQFWLRQ RI VSHFLILF IDFWRUV DSSHDOLQJPDLQO\ WRPHPEHUV RI WKDW JURXS LV
SULPDULO\DIXQFWLRQRIWKH%DVLF,PDJH
&RQFOXGLQJ LW VKRXOGEHPHQWLRQHG WKDW WKHJURZWKRI D UHJLRQPD\EHH[SUHVVHGERWK LQDEVROXWHRU UHODWLYH
WHUPV ,Q WKH ODWWHU DQGPRVW LQWHUHVWLQJFDVH WKHGHYHORSPHQWSDWWHUQRI DJLYHQ UHJLRQ LV FRPSDUHG WR WKDWRI D
K\SRWKHWLFDOUHJLRQZKLFKLVUHIHUUHGWRDVWKH³W\SLFDO´UHJLRQDQGH[SUHVVHVDVIDUDVSRVVLEOHDQDYHUDJHRIWKH
PDLQ UHJLRQVRID VLPLODU W\SH WR WKDWXQGHU VWXG\ ,Q WKLVSDSHUZHVKDOOEH ORRNLQJDW WKH UHODWLYHGHYHORSPHQW
SDWWHUQVRIDUHJLRQ+HQFHDOOWKHIDFWRUVDIIHFWLQJLWV,PDJHV%DVLFDQG6SHFLILFVKRXOGEHH[SUHVVHGLQUHODWLYH
WHUPVDVFRPSDUHGWRWKHFRUUHVSRQGLQJYDOXHVRIWKH³W\SLFDO´UHJLRQ
7KHFRQFHSWRID5HJLRQ¶V%DVLF,PDJH
7KH FRQFHSW RI D UHJLRQ¶V%DVLF ,PDJH KDV EHHQ H[WHQVLYHO\ VWXGLHG LQ VRPH RI WKH DXWKRUV¶ SUHYLRXVZRUNV
$QJHOLVDQG'LPDNL$QJHOLVHWDO5HIHUHQFH$EULHIRXWOLQHRIWKHPDLQILQGLQJVLVJLYHQEHORZ
%DVLF,PDJHLVDVXPPDU\PHDVXUHRIDUHJLRQ¶VVWDWHRIGHYHORSPHQWDQGIXWXUHSURVSHFWVDVSHUFHLYHGE\DOO
SRWHQWLDOPRYHUV$SK\VLFDOO\UHDOL]DEOHPHDVXUHIRU WKH%DVLF,PDJHLVGLIILFXOW WRILQG:KDWPD\EHPHDVXUHG
PRUH HDVLO\ DUH WKH FKDQJHV RI D UHJLRQ
V SRSXODWLRQ DQG LQGXVWULDO VWRFN GXULQJ D WLPH SHULRG+RZHYHU WKRVH
PHDVXUDEOHFKDQJHVPD\EHJHQHUDOO\FRQVLGHUHGDVWKHGHOD\HGDQGVPRRWKHGFRQVHTXHQFHRISULRUFKDQJHVLQWKH
%DVLF,PDJH+HQFHWKHVWXG\RIWKHPHFKDQLVPVJRYHUQLQJWKHVKDSLQJDQGWKHFKDQJHVRIDUHJLRQ
V%DVLF,PDJH
LVDWDVNRILPSHUDWLYHLPSRUWDQFH
2QWKHEDVLVRIDOOWKHDERYHWKH%DVLF,PDJHRIDUHJLRQPD\EHGHILQHGDVDIXQFWLRQRIDQXPEHURIYDULDEOHV
ZKLFKPD\EHGLYLGHG LQWR WZRVHWVDFFRUGLQJ WRZKHWKHU WKH\H[SUHVV WKHHFRQRPLFRU WKHVRFLDO HQYLURQPHQWDO
IXQFWLRQRIWKHUHJLRQ
7KHIDFWRUVRIWKHILUVWVHWHJ$FFHVVLELOLW\ WR&HQWHUVRI,QIOXHQFH/DQG$YDLODELOLW\)LQDQFLDO&RQGLWLRQV
SURYLGHDPHDVXUHRI WKH UHJLRQ¶VHFRQRPLFGHYHORSPHQWSURVSHFWV7KLVPHDVXUH LV UHIHUUHG WRDV WKH(FRQRPLF
,QGLFDWRU RI UHJLRQ Lሺܫܰܦ௜ଵሻ 6LPLODUO\ WKH IDFWRUV RI WKH VHFRQG VHW HJ +RXVLQJ &RQGLWLRQV (QYLURQPHQWDO
&RQGLWLRQV 6RFLDO&RQGLWLRQV SURYLGH DPHDVXUH RI D UHJLRQ¶V VRFLDO SURILOH7KLVPHDVXUH LV UHIHUUHG WR DV WKH
6RFLDO,QGLFDWRURIUHJLRQLሺܫܰܦ௜ଶሻ+HQFHܤܽݏ݅ܿܫ݉ܽ݃݁ ൌ ߮ሺܫܰܦ௜ଵǡ ܫܰܦ௜ଶሻ
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:HKDYHVRIDUGHILQHGDUHJLRQ¶V%DVLF,PDJHDVDIXQFWLRQRIWZRLQGLFDWRUV,QRUGHUWRJHWDILUVWIHHOLQJRI
WKH VKDSHRI LWVJUDSKZHVWDUWE\VWDWLQJ WKH IROORZLQJVLPSOHREVHUYDWLRQVGHVFULELQJ WKHZD\ LQZKLFK WKH WZR
LQGLFDWRUVRSHUDWH
x 7KHKLJKHUWKH(FRQRPLF,QGLFDWRURIDUHJLRQWKHPRUHDWWUDFWLYHLWV%DVLF,PDJH
x 7KHKLJKHUWKH6RFLDO,QGLFDWRURIDUHJLRQWKHPRUHDWWUDFWLYHLWV%DVLF,PDJH
x ,IWKH(FRQRPLF,QGLFDWRURIDUHJLRQLVFRQWLQXRXVO\LQFUHDVLQJEXWDWWKHVDPHWLPHLWV6RFLDO,QGLFDWRULV
FRQWLQXRXVO\GHFUHDVLQJWKH%DVLF,PDJHRIWKHUHJLRQPD\EHHLWKHUDWWUDFWLYHRUQRQDWWUDFWLYHDQGVXGGHQ
FKDQJHVLQLWVVWDWHPD\EHH[SHFWHG
2EVHUYDWLRQLLLLVWKHPRVWLQWHUHVWLQJEHFDXVHLWLPSOLHVWKDWWKHJUDSKZHZDQWWRGUDZPD\EHGLVFRQWLQXRXV
,Q$QJHOLVDQG'LPDNLDQG$QJHOLVHWDO LWKDVEHHQDUJXHGWKDWWKHSURFHVVRIVKDSLQJDUHJLRQ¶V
%DVLF ,PDJH KDV DOO WKH SURSHUWLHV FKDUDFWHUL]LQJ SKHQRPHQD ZKLFK PD\ EH PRGHOHG LQ WHUPV RI &DWDVWURSKH
7KHRU\WKHJHQHUDOPDWKHPDWLFDOWKHRU\RIGLVFRQWLQXRXVDQGGLYHUJHQWEHKDYLRXUIRUFRQWLQXRXVXQGHUO\LQJIRUFHV
,W LVDOVR UHPLQGHG WKDW WKH%DVLF ,PDJHRID UHJLRQKDVEHHQGHILQHGDVD IXQFWLRQRI WZRSRWHQWLDOO\FRQIOLFWLQJ
LQGLFDWRUV7KHUHIRUHDFFRUGLQJWR&DWDVWURSKH7KHRU\WKHDSSURSULDWHHOHPHQWDU\FDWDVWURSKHIRULWVGHVFULSWLRQLV
WKH &XVS &DWDVWURSKH 0RGHO 7KRP  =HHPDQ  *LOPRUH  3RVWRQ DQG 6WHZDUW  0RUH
VSHFLILFDOO\WKHYDOXHxi, i= 1, 2,...,nRIWKHithUHJLRQ¶V%DVLF,PDJHDWHDFKSRLQWLQWLPHLVJLYHQDVDVROXWLRQRI
WKHHTXDWLRQ
 i ix bx a     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(TXDWLRQLVUHIHUUHGWRDVWKH%DVLF,PDJH(TXDWLRQDQGሺܫܰܦ௜ଵሻሺܫܰܦ௜ଶሻH[SUHVVWKHYDOXHVRIWKH(FRQRPLF
DQGWKH6RFLDO,QGLFDWRUIRUWKHithUHJLRQZKLOHሺܫܰܦ଴ଵሻDQGሺܫܰܦ଴ଶሻH[SUHVVWKHYDOXHVRIWKRVHWZR,QGLFDWRUVIRU
WKH ³W\SLFDO´ UHJLRQ7KHYDULDEOHm H[SUHVVHV WKH UHODWLYHZHLJKWV DWWDFKHG WR HDFKRQHRI WKH WZR LQGLFDWRUV LQ
GHILQLQJWKH%DVLF,PDJH7KHYDOXHVRIDOO,QGLFDWRUVOLHLQWKHLQWHUYDO>@ZKHUHDVWKHUHVXOWLQJIURPWKHPRGHO
UHVSHFWLYHYDOXHVRIWKH%DVLF,PDJHOLHLQWKHLQWHUYDO>@$QJHOLV	'LPDNL$QJHOLVHWDO$QJHOLV
HWDO7KHYDOXHRIWKHW\SLFDOUHJLRQ
V%DVLF,PDJHLV+HQFHSRVLWLYH%DVLF,PDJHLQGLFDWHVDQDWWUDFWLYH
UHJLRQWKDWPD\EHFRQVLGHUHGDVDSRWHQWLDOILQDOFKRLFHE\WKHYDULRXVJURXSVRISURVSHFWLYHPRYHUV
)RU WKH SXUSRVHV RI WKLV ZRUN HDFK RI WKRVH ,QGLFDWRUV LV H[SUHVVHG DV WKH JHRPHWULF PHDQ RI VHYHUDO 6XE
LQGLFDWRUVDVVKRZQLQ7DEOH
$ FOHDU RYHUYLHZRI WKH YDULDEOHV DIIHFWLQJ D UHJLRQ¶V%DVLF ,PDJH DQG WKHLU FRQYHUVLRQ WKURXJK6XE ,QGLFHV
5HODWLYH6XELQGLFHV5HODWLYH,QGLFHVDQG6XELQGLFDWRUVLQWR,QGLFDWRUVDQGILQDOO\LQWRWKHUHJLRQ¶V%DVLF,PDJH
LVJLYHQ LQ7DEOH2QHPD\DUJXH WKDWVRPHVLJQLILFDQWYDULDEOHVH[SUHVVLQJ WKHUHJLRQ¶VSRZHU WRUHWDLQDWWUDFW
PRYHUV EHORQJLQJ WR YDULRXV JURXSV DUHPLVVLQJ IURP7DEOH  6XFK YDULDEOHV LQFOXGH LQYHVWPHQW RSSRUWXQLWLHV
TXDOLW\RI ODERXU DQG ILQDQFLDO LQFHQWLYHV IRU LQYHVWRUV DVZHOO DV HPSOR\PHQWSURVSHFWVSD\PHQWSURVSHFWV DQG
ILQDQFLDOLQFHQWLYHVIRUHPSOR\HHV7KLVLVDSODXVLEOHDUJXPHQWEXWRQWKHRWKHUKDQGLWPXVWEHQRWHGWKDWWKRVH
IDFWRUVZLOOEHXVHGLQWKHQH[WVWHSIRUWKHHVWLPDWLRQRIDUHJLRQ¶V6SHFLILF,PDJHVDVSHUFHLYHGE\WKHYDULRXV
JURXSVRISRWHQWLDOPRYHUV


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6XELQGH[  iSI 
1XPEHURI7HDFKHUV
1XPEHURI&ODVVURRPV
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(QYLURQPHQWDO
&RQGLWLRQV6XE
LQGLFDWRU  iSbI 
5HODWLYH
(QYLURQPHQWDO
&RQGLWLRQV,QGH[
 iRI 
5HODWLYH,QGXVWULDO
3ROOXWLRQ6XELQGH[
 iRSI 
,QGXVWULDO3ROOXWLRQ
6XELQGH[  iSI 
,QGXVWULDO(OHFWULFLW\
&RQVXPSWLRQ
7RWDO(OHFWULFLW\
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iRSI 
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iSI 
1XPEHURI&DUV
3RSXODWLRQ
7KHFRQFHSWD5HJLRQ¶V6SHFLILF,PDJH
$VLWKDVDOUHDG\EHHQPHQWLRQHGGLIIHUHQWSHUVRQVKROGTXLWHGLIIHUHQWLPDJHV)RUWKHSXUSRVHVRIWKLVZRUNZH
PD\VD\WKDWSRWHQWLDOPRYHUVLQWRRURXWRIDUHJLRQPD\EHGLYLGHGLQWRWZRJURXSVEXVLQHVVXQLWVDQGHPSOR\HHV
)XUWKHUPRUH HDFK RI WKRVH WZR JURXSV PD\ EH IXUWKHU GLYLGHG LQWR VPDOOHU JURXSV RQ WKH EDVLV RI FHUWDLQ
FKDUDFWHULVWLFV)RUH[DPSOHEXVLQHVVXQLWVPD\EHGLYLGHGDFFRUGLQJWR WKHLUVWDJHRIWKHGHYHORSPHQW LQWRQHZ
PDWXUHDQGGHFOLQLQJDQGDFFRUGLQJWRWKHLUW\SHLQWRPDQXIDFWXULQJXQLWVZKROHVDOHDQGUHWDLOWUDGHEXVLQHVVXQLWV
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DQGSURIHVVLRQDOV VFLHQWLILF DQG WHFKQLFDO EXVLQHVV XQLWV6LPLODUO\ HPSOR\HHVPD\EH GLYLGHG DFFRUGLQJ WR WKHLU
VNLOOLQWRSURIHVVLRQDOVNLOOHGDQGXQVNLOOHGHPSOR\HHV)RUWKHSXUSRVHVRIWKLVZRUNZHZLOOUHPDLQDWWKHILUVWWZR
JURXSVLHEXVLQHVVXQLWVDQGHPSOR\HHVDQGZHZLOOWU\WRGHILQHDUHJLRQ¶V6SHFLILF,PDJHDVSHUFHLYHGE\HDFKRI
WKRVHWZRJURXSV
6.1. The case of business units 
(PSLULFDOHYLGHQFHVXJJHVWVWKDWLQYHVWPHQWRSSRUWXQLWLHVTXDOLW\RIODERXUDQGILQDQFLDOLQFHQWLYHVDUHWKHNH\
IDFWRUVDIIHFWLQJWKHPRYHPHQWRIEXVLQHVVXQLWV$FORVHUORRNDWHDFKRQHRIWKRVHIDFWRUVLVJLYHQEHORZ
x ,QYHVWPHQWRSSRUWXQLWLHV
)RU WKH SXUSRVHV RI WKLVZRUN LQYHVWPHQW RSSRUWXQLWLHV DUH H[SUHVVHG DV WKH UHODWLYH FDSLWDO IRUPDWLRQ LQ WKH
UHJLRQLHWKHUDWLRRIWKHUHJLRQ¶VFDSLWDOIRUPDWLRQRYHUWKDWRIWKHW\SLFDOUHJLRQ&DSLWDOIRUPDWLRQPD\EHVHHQDV
DPHDVXUHRIWKHXWLOL]DWLRQRUPRELOL]DWLRQRIFDSLWDOUHVRXUFHVIRULQYHVWPHQWSXUSRVHV+HQFHDYDOXHRIWKLVUDWLR
JUHDWHU WKDQ RQH LQGLFDWHV D IDYRUDEOH EXVLQHVV HQYLURQPHQW 7KLV UDWLR LV UHIHUUHG WR DV 5HODWLYH ,QYHVWPHQW
2SSRUWXQLWLHV,QGH[
x 4XDOLW\RIODERXU
4XDOLW\ RI ODERXU LV H[SUHVVHG DV WKH UHODWLYH UDWLR RI HPSOR\HHV RFFXSLHG LQ KLJK WHFKQRORJ\ DQG NQRZOHGJH
LQWHQVLYHVHFWRUVLHWKHUDWLRRIVXFKHPSOR\HHVLQWKHJLYHQUHJLRQRYHUWKDWRIWKHW\SLFDOUHJLRQ+LJKWHFKQRORJ\
DQGNQRZOHGJH LQWHQVLYH VHFWRUVPD\EH FRQVLGHUHG DV VHFWRUV HPSOR\LQJKLJK VNLOOHG HPSOR\HHV+HQFH D UDWLR
JUHDWHUWKDQRQHLQGLFDWHVKLJKODERXUTXDOLW\7KLVUDWLRLVUHIHUUHGWRDV5HODWLYH/DERXU4XDOLW\,QGH[
x )LQDQFLDOLQFHQWLYHVIRUEXVLQHVVXQLWV
)LQDQFLDO LQFHQWLYHVIRUEXVLQHVVXQLWV LQFOXGHORZHUWD[DWLRQDQGIDYRUDEOH WHUPVIRUERUURZLQJPRQH\ORZHU
LQWHUHVWUDWHVORQJHUUHSD\PHQWSHULRGVZKLFKPD\EHFRPELQHGLQWRDILQDQFLDOLQFHQWLYHVLQGH[)RUWKHSXUSRVHV
RIWKLVZRUNILQDQFLDOLQFHQWLYHVDUHPHDVXUHGDVWKHUDWLRRIWKHUHJLRQ¶VILQDQFLDOLQFHQWLYHVLQGH[RYHUWKDWRIWKH
W\SLFDOUHJLRQ7KLVUDWLRZLOOEHUHIHUUHGWRDVWKH5HODWLYH)LQDQFLDO,QFHQWLYHV,QGH[IRU%XVLQHVV8QLWV
2QWKHEDVLVRIDOO WKHDERYH WKH6SHFLILF,PDJHRIDUHJLRQDVSHUFHLYHGE\WKH%XVLQHVV8QLWV63,%8LVD
IXQFWLRQRIIRXUPXOWLSOLHUVDVIROORZV
     FIBMLBQMINOMBIMSPIBU     
ZKHUH
BIM%DVLF,PDJH0XOWLSOLHU
INOM,QYHVWPHQW2SSRUWXQLWLHV0XOWLSOLHU
LBQM/DERXU4XDOLW\0XOWLSOLHU
FIBM)LQDQFLDO,QFHQWLYHVIRU%XVLQHVV0XOWLSOLHU
7KHVHIRXUPXOWLSOLHUVDUHUHVSHFWLYHO\IXQFWLRQVRIWKHUHJLRQ¶V%DVLF,PDJHDQGRIWKHWKUHHLQGLFHVDVGHILQHG
DERYH7KH\DUHXVHGWRVWDQGDUGL]HWKH%DVLF,PDJHDQGWKHWKUHHLQGLFHVDQGOHWWKHPWDNHYDOXHVLQWKHLQWHUYDO
>@+HQFH IRU WKHSXUSRVHVRI WKLVZRUN WKH6SHFLILF ,PDJHRI D UHJLRQ DVSHUFHLYHGE\EXVLQHVVXQLWV WDNHV
YDOXHVLQWKHLQWHUYDO>@6SHFLILF,PDJHYDOXHJUHDWHUWKDQRQHLQGLFDWHVDUHJLRQZLWKDKLJKSUREDELOLW\RIEHLQJ
FRQVLGHUHGDVWKHEHVWILQDOFKRLFHE\WKLVJURXSRIPRYHUV
6.2. The case of people 
(PSLULFDOHYLGHQFHVXJJHVWVWKDWHPSOR\PHQWSURVSHFWVSD\PHQWSURVSHFWVDQGILQDQFLDOLQFHQWLYHVDUHWKHNH\
IDFWRUVDIIHFWLQJWKHPRYHPHQWRIHPSOR\HHV$FORVHUORRNDWHDFKRQHRIWKRVHIDFWRUVLVJLYHQEHORZ
x (PSOR\PHQWSURVSHFWV
$UHJLRQ¶VHPSOR\PHQWSURVSHFWVGHSHQGRQWKHFRPSRVLWLRQRILWVEXVLQHVVXQLWVVWRFNLHRQWKHQXPEHUDQG
WKH VL]H RI EXVLQHVV XQLWV EHORQJLQJ WR VSHFLILF JURXSV PDQXIDFWXULQJ XQLWV ZKROHVDOH DQG WUDGH XQLWV
DFFRPPRGDWLRQDQG IRRG VHUYLFHVXQLWV DQGSURIHVVLRQDO VFLHQWLILF DQG WHFKQLFDOXQLWVZKLFKPD\EHFRPELQHG
LQWRGHILQLQJ WKH UHJLRQ¶VEXVLQHVV VWRFNFRPSRVLWLRQ LQGH[7KHVHJURXSVDUHFRQVLGHUHG WREH IDVWJURZLQJDQG
KHQFHH[SHFWHGWRSURYLGHDKLJKQXPEHURIZRUNSODFHV)RUWKHSXUSRVHVRIWKLVZRUNHPSOR\PHQWSURVSHFWVDUH
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WKHUDWLRRIWKHUHJLRQ¶VEXVLQHVVVWRFNFRPSRVLWLRQLQGH[RYHUWKDWRIWKHW\SLFDOUHJLRQ7KLVUDWLRLVUHIHUUHGWRDV
WKH5HODWLYH(PSOR\PHQW3URVSHFWV,QGH[
x 3D\PHQWSURVSHFWV
(PSOR\PHQWSURVSHFWVDUHQRWWKHRQO\FRQFHUQRIWKHSRWHQWLDOPRYHUV:DJHOHYHOVIDUHHTXDOO\KLJKLQWKHLU
OLVWRISUHIHUHQFHV)RUWKHSXUSRVHVRIWKLVZRUNSD\PHQWSURVSHFWVDUHH[SUHVVHGDVWKHUDWLRRIWKHFRPSHQVDWLRQ
SHUHPSOR\HHIRUWKHJLYHQUHJLRQRYHUWKDWIRUWKHW\SLFDOUHJLRQ7KLVUDWLRLVUHIHUUHGWRDVWKH5HODWLYH3D\PHQW
3URVSHFWV,QGH[
x )LQDQFLDOLQFHQWLYHVIRUHPSOR\HHV
)LQDQFLDO LQFHQWLYHV IRU HPSOR\HHV LQFOXGH ORZHU WD[DWLRQ DQG IDYRUDEOH WHUPV IRU ERUURZLQJ PRQH\ ORZHU
LQWHUHVWUDWHVORQJHUUHSD\PHQWSHULRGDQGUHORFDWLRQH[SHQVHVZKLFKPD\EHFRPELQHGLQWRDILQDQFLDOLQFHQWLYHV
LQGH[ )RU WKH SXUSRVHV RI WKLV ZRUN ILQDQFLDO LQFHQWLYHV DUH PHDVXUHG DV WKH UDWLR RI WKH UHJLRQ¶V ILQDQFLDO
LQFHQWLYHV LQGH[RYHU WKDWRI WKHW\SLFDOUHJLRQ7KLVUDWLRZLOOEHUHIHUUHGWRDV WKH5HODWLYH)LQDQFLDO,QFHQWLYHV
,QGH[IRU(PSOR\HHV
2QWKHEDVLVRIDOOWKHDERYHWKH6SHFLILF,PDJHRIDUHJLRQDVSHUFHLYHGE\HPSOR\HHV63(0LVDIXQFWLRQRI
IRXUPXOWLSOLHUVDVIROORZV
     FIEMPAPMEMPMBIMSPEM     
ZKHUH
BIM%DVLF,PDJH0XOWLSOLHU
EMPM(PSOR\PHQW3URVSHFWV0XOWLSOLHU
PAPM3D\PHQW3URVSHFWV0XOWLSOLHU
FIEM)LQDQFLDO,QFHQWLYHVIRU(PSOR\HHV0XOWLSOLHU
7KHVHIRXUPXOWLSOLHUVDVLQWKHFDVHRIEXVLQHVVXQLWVDUHXVHGWRVWDQGDUGL]HUHVSHFWLYHO\WKH%DVLF,PDJHDQG
WKH WKUHH LQGLFHVDQG OHW WKHPWDNHYDOXHV LQ WKH LQWHUYDO >@+HQFH IRU WKHSXUSRVHVRI WKLVZRUN WKH6SHFLILF
,PDJHRIDUHJLRQDVSHUFHLYHGE\HPSOR\HHVWDNHVYDOXHVLQWKHLQWHUYDO>@6SHFLILF,PDJHYDOXHJUHDWHUWKDQ
RQHLQGLFDWHVDUHJLRQZLWKDKLJKSUREDELOLW\RIEHLQJFRQVLGHUHGDVWKHEHVWILQDOFKRLFHE\WKLVJURXSRIPRYHUV
$SSOLFDWLRQRIWKHSURSRVHGPRGHO
7KHPHWKRGRORJ\SUHVHQWHG LQ WKHSUHYLRXV VHFWLRQ LVQRZXVHGIRU WKHHVWLPDWLRQRI WKH%DVLF ,PDJHDQG WKH
6SHFLILF,PDJHRIWKH$GPLQLVWUDWLYH5HJLRQVRI*UHHFH)LJXUH7KHUHTXLUHGGDWDKDYHEHHQGUDZQIURPWKH
RIILFLDOVLWHRIWKH6WDWLVWLFDO2IILFHRIWKH(XURSHDQ8QLRQ(XURVWDW


 (DVW0DFHGRQLD	7KUDFH
 &HQWUDO0DFHGRQLD
 :HVW0DFHGRQLD
 (SLUXV
 7KHVVDO\
 ,RQLDQ,VODQGV
 :HVW*UHHFH
 &HQWUDO*UHHFH
 $WWLFD
 3HORSRQQHVH
 1RUWK$HJHDQ
 6RXWK$HJHDQ
 &UHWH
)LJXUH7KH$GPLQLVWUDWLYH5HJLRQVRI*UHHFH
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7KHUHVXOWVDUHSUHVHQWHGLQ7DEOHVDQGDQG)LJXUHVDQG7DEOHJLYHVWKHYDOXHVRI(FRQRPLF,QGLFDWRU
6RFLDO,QGLFDWRUDQG%DVLF,PDJHIRUDOOUHJLRQVRI*UHHFHIRUWKH\HDU7KHYDOXHVRI(FRQRPLFDQG6RFLDO
,QGLFDWRUIRUWKHW\SLFDOUHJLRQKDYHDOVREHHQFDOFXODWHGDQGIRXQGWREHDQGUHVSHFWLYHO\
$VZH FDQ VHH IURP)LJXUH  DOO WKHPDLQODQG UHJLRQV KDYH SRVLWLYH%DVLF ,PDJHZLWK WKH H[FHSWLRQ RI (DVW
0DFHGRQLD	 7KUDFH DQG:HVW0DFHGRQLD WZR UHPRWH ERUGHU UHJLRQV ZLWK SRRU DFFHVVLELOLW\ UHIOHFWHG RQ WKH
UHODWLYHO\ ORZ YDOXHV RI WKHLU HFRQRPLF LQGLFDWRUV2Q WKH FRQWUDU\ DOO WKH LVODQG UHJLRQV ,RQLDQ ,VODQGV1RUWK
$HJHDQDQG6RXWK$HJHDQLQUHDOLW\JURXSVRIVPDOOLVODQGVKDYHQHJDWLYH%DVLF,PDJHDVDUHVXOWRIWKHLUKLJK
VSDWLDOGLVFRQWLQXLW\ZKLFKGLVFRXUDJHVWKHORFDWLRQRIHFRQRPLFDFWLYLWLHVLQYROYLQJWUDQVSRUWDWLRQRIPDWHULDOVDQG
JRRGV7KHRQO\H[FHSWLRQWRWKLVUXOHLV&UHWHDELJLVODQGZKLFKPD\EHFRQVLGHUHGDFRPSOHWHDQGZLGHPDUNHWLQ
LWVHOI
7DEOH%DVLF,PDJHYDOXHVIRUWKH*UHHN5HJLRQVP Į ȕ 
5HJLRQ (FRQRPLF,QGLFDWRU 6RFLDO,QGLFDWRU %DVLF,PDJH
(DVW0DFHGRQLDDQG7KUDFH   
&HQWUDO0DFHGRQLD   
:HVW0DFHGRQLD   
7KHVVDO\   
(SLUXV   
,RQLDQ,VODQGV   
:HVW*UHHFH   
&HQWUDO*UHHFH   
3HORSRQQHVH   
$WWLFD   
1RUWK$HJHDQ   
6RXWK$HJHDQ   
&UHWH   
7DEOH6SHFLILF,PDJHYDOXHVIRUWKH*UHHN5HJLRQV
5HJLRQ 6SHFLILFIRU%XVLQHVV8QLWV 6SHFLILFIRU(PSOR\HHV
(DVW0DFHGRQLDDQG7KUDFH  
&HQWUDO0DFHGRQLD  
:HVW0DFHGRQLD  
7KHVVDO\  
(SLUXV  
,RQLDQ,VODQGV  
:HVW*UHHFH  
&HQWUDO*UHHFH  
3HORSRQQHVH  
$WWLFD  
1RUWK$HJHDQ  
6RXWK$HJHDQ  
&UHWH  

7DEOH  JLYHV IRU DOO UHJLRQV WKH YDOXHV RI WKH 6SHFLILF ,PDJHV DV SHUFHLYHG E\ ERWK EXVLQHVV XQLWV DQG
HPSOR\HHV$VZH FDQ VHH WKRVH YDOXHV IROORZ WKH WUHQG RI WKH UHVSHFWLYH %DVLF ,PDJH YDOXHV ,Q RWKHUZRUGV
UHJLRQVZLWKSRVLWLYH%DVLF ,PDJHKDYH LQJHQHUDOKLJK6SHFLILF ,PDJHYDOXHVZKLOH UHJLRQVZLWKQHJDWLYH%DVLF
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,PDJHGLVSOD\LQJHQHUDOORZ6SHFLILF,PDJHYDOXHV,QSDUWLFXODUWKHORZHU6SHFLILF,PDJHYDOXHVFRUUHVSRQGWRWKH
WZRUHPRWHERUGHUPDLQODQGUHJLRQVDQGWKHWKUHHLVODQGUHJLRQVPHQWLRQHGDERYH7KLVFORVHFRUUHODWLRQEHWZHHQ
%DVLF DQG 6SHFLILF ,PDJH YDOXHV VHHPV WR YHULI\ RXU DVVXPSWLRQ WKDW WKH %DVLF ,PDJH SOD\V WKH OHDGLQJ UROH LQ
GHILQLQJDUHJLRQ¶VRYHUDOODWWUDFWLYHQHVV


)LJXUH%DVLF,PDJH7KH*UHHN5HJLRQV

)LJXUH6SHFLILF,PDJHYDOXHVDIRU%XVLQHVV8QLWVDQGEIRU(PSOR\HHV7KH*UHHN5HJLRQV
$OO WKH HIIRUWV DLPLQJ WR UHGXFH WKH LVODQG UHJLRQV¶ JHRJUDSKLF GLVFRQWLQXLW\ E\ LPSURYLQJ WUDQVSRUWDWLRQ
LQIUDVWUXFWXUHDQGPHDQVKDYHOLPLWHGUHVXOWV+HQFHDUHDOLVWLFDOWHUQDWLYHZD\WRRYHUFRPHWKHSUREOHPZLOOEHWR
E\SDVVJHRJUDSKLFGLVFRQWLQXLW\WKURXJKRQHRIWKHIROORZLQJPHDVXUHVRUDFRPELQDWLRQRIWKHP
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x 'HYHORSPHQWRIORFDOEXVLQHVVDFWLYLWLHVQRWUHTXLULQJH[WHQVLYHWUDQVSRUWDWLRQRISK\VLFDOHQWLWLHV7KH
HIIHFWLYHQHVVRIWKLVPHDVXUHKRZHYHULVTXHVWLRQDEOHDVWKHSRWHQWLDOPDUNHWVIRUWKHORFDOSURGXFWVDUHXVXDOO\
YHU\OLPLWHG
x 'HYHORSPHQWRIEXVLQHVVDFWLYLWLHVVXFKDVWRXULVPIRUZKLFKXQIDYRXUDEOHORFDWLRQLVQRWQHFHVVDULO\D
KDQGLFDSEXWRQWKHFRQWUDU\LQFHUWDLQFDVHVDVWURQJFRPSDUDWLYHDGYDQWDJH7KHH[FOXVLYHGHSHQGHQFHRIWKH
UHJLRQ¶VGHYHORSPHQWKRZHYHURQDVLQJOHDFWLYLW\LVYXOQHUDEOHWRH[WHUQDOIDFWRUVDQGWKHUHIRUHULVN\
x (VWDEOLVKPHQWRIDFRPPXQLFDWLRQQHWZRUNWKURXJKWKHXVHRI,QIRUPDWLRQDQG&RPPXQLFDWLRQ7HFKQRORJLHV
,&7ZKHUHQRGLVFRQWLQXLW\RFFXUV,QWKLVZD\WKHUHJLRQVZLOOEHDEOHWRDWWUDFWRUGHYHORSHFRQRPLF
DFWLYLWLHVLQYROYLQJWKHSURGXFWLRQRILQWDQJLEOHJRRGVILQDQFLDOVHUYLFHVFRPSXWHUVRIWZDUHORFDOO\ZKLFK
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5HIHUHQFHV
$QJHOLV9DQG'LPDNL.$5HJLRQ¶V%DVLF,PDJHDVD0HDVXUHRILWV$WWUDFWLYHQHVV,QWHUQDWLRQDO-RXUQDORI(FRQRPLF6FLHQFHVDQG
$SSOLHG5HVHDUFK
$QJHOLV 9 $QJHOLV'LPDNLV $ DQG 'LPDNL .  ȉKH UROH RI HQYLURQPHQW LQ D UHJLRQ¶V VXVWDLQDEOH GHYHORSPHQW DV GHVFULEHG E\ D
EXWWHUIO\FDWDVWURSKHPRGHO3URFHHGLQJVRIWKHQG(XURSHDQ5HJLRQDO6FLHQFH$VVRFLDWLRQ&RQJUHVV5HJLRQVLQ0RWLRQ%UHDNLQJ
WKH3DWK%UDWLVODYD6ORYDNLD
199 Vasilis Angelis et al. /  Procedia Economics and Finance  33 ( 2015 )  188 – 199 
$QJHOLV 9 $QJHOLV'LPDNLV $ DQG 'LPDNL .  7KH DWWUDFWLYHQHVV RI WKH (XURSHDQ 6RXWK DV GHVFULEHG E\ D FXVS DQG D EXWWHUIO\
FDWDVWURSKHPRGHO3URFHHGLQJVRIUG(XURSHDQ5HJLRQDO6FLHQFH$VVRFLDWLRQ&RQJUHVV±5HJLRQDO,QWHJUDWLRQ(XURSHWKH0HGLWHUUDQHDQ
DQGWKH:RUOGHFRQRP\3DOHUPR,WDO\
$QJHOLV9$QJHOLV'LPDNLV$DQG'LPDNL.$FRXQWU\¶VSURFHVVRIGHYHORSPHQWDVGHVFULEHGE\DFXVSFDWDVWURSKHPRGHO7KHFDVH
RI (DVWHUQ (XURSHDQ DQG %DOWLF FRXQWULHV LQ .DUDVDYYRJORX $ 2QJDQ 6 DQG 3RO\FKURQLGRX 3 HGV (8 &ULVLV DQG WKH 5ROH RI WKH
3HULSKHU\&RQWULEXWLRQVLQ(FRQRPLFV6SULQJHU
$VKZRUWK&-DQG9RRJG+6HOOLQJWKH&LW\%HOKDYHQ/RQGRQ8.
%DUULRV(DQG.RPRWR.6RPHDSSURDFKHVLQWKHFRQVWUXFWLRQRIDVXVWDLQDEOHGHYHORSPHQWLQGH[IRUWKH3KLOLSSLQHV7KH,QWHUQDWLRQDO
-RXUQDORI6XVWDLQDEOH'HYHORSPHQWDQG:RUOG(FRORJ\±
%UDPZHOO%DQG5DZGLQJ/7RXULVP0DUNHWLQJ,PDJHVRI,QGXVWULDO&LWLHV$QQDOVRI7RXULVP5HVHDUFK
&XVWDQFH-DQG+LOOLHU+6WDWLVWLFDOLVVXHVLQGHYHORSLQJLQGLFDWRUVRIVXVWDLQDEOHGHYHORSPHQW-RXUQDORIWKH5R\DO6WDWLVWLFDO6RFLHW\
6HULHV$±
'LFKWHU(:KDW¶V$Q,PDJH"7KH-RXUQDORI&RQVXPHU0DUNHWLQJ
'RZOLQJ*50HDVXULQJ&RUSRUDWH,PDJHV$5HYLHZRI$OWHUQDWLYH$SSURDFKHV-RXUQDORI%XVLQHVV5HVHDUFK
(XURVWDW(XURVWDWUHJLRQDOVWDWLVWLFVGDWDEDVH$YDLODEOHDWKWWSHFHXURSDHXHXURVWDWGDWDGDWDEDVH/DVWDFFHVVHGRQ
*DUWQHU:,PDJH)RUPDWLRQ3URFHVV-RXUQDORI7UDYHODQG7RXULVP0DUNHWLQJ
*LOPRUH5&DWDVWURSKH7KHRU\IRUVFLHQWLVWVDQGHQJLQHHUV:LOH\1HZ<RUN86$
+HOOLZHOO-):HOO%HLQJ6RFLDO&DSLWDODQG3XEOLF3ROLF\:KDWµV1HZ"7KH(FRQRPLF-RXUQDO±
.RWOHU3HWDO0DUNHWLQJ3ODFHV$WWUDFWLQJ,QYHVWPHQW,QGXVWU\DQG7RXULVPWR&LWLHV6WDWHVDQG1DWLRQV)UHH3UHVV1HZ<RUN86$
.RWOHU3HWDO0DUNHWLQJ3ODFHV(XURSH3UHQWLFH+DOO/RQGRQ8.
/OHZHOO\Q-7DFNOLQJ(XURSH¶VFRPSHWLWLYHQHVV2[IRUG5HYLHZRI(FRQRPLF3ROLF\
0DOHFNL(-RFNH\LQJIRU3RVLWLRQ:KDW,W0HDQVDQG:K\,W0DWWHUVWR5HJLRQDO'HYHORSPHQW3ROLF\:KHQ3ODFHV&RPSHWH5HJLRQDO
6WXGLHV
0DUNXVHQ$6WLFN\SODFHVLQVOLSSHU\VSDFHDW\SRORJ\RILQGXVWULDOGLVWULFWV(FRQRPLF*HRJUDSK\
0LOO - 6  3ULQFLSOHV RI SROLWLFDO HFRQRP\ ZLWK VRPH RI WKHLU DSSOLFDWLRQV WR VRFLDO SKLORVRSK\ 3HRSOH¶V HGLWLRQ /RQJPDQV *UHHQ
/RQGRQ8.
0XQGD*6RFLDOPXOWLFULWHULDHYDOXDWLRQIRUXUEDQVXVWDLQDELOLW\SROLFLHV/DQG8VH3ROLF\±
1HOVRQ 5 +  6XVWDLQDELOLW\ (IILFLHQF\ DQG *RG (FRQRPLF 9DOXHV DQG 6XVWDLQDELOLW\ 'HEDWH $QQXDO 5HYLHZ RI (FRORJ\ DQG
6\VWHPDWLFV
3H]]H\-6XVWDLQDEOH'HYHORSPHQW&RQFHSWV$Q(FRQRPLF$QDO\VLV:RUOG%DQN:DVKLQJWRQ'&86$
3RVWRQ7DQG6WHZDUW,&DWDVWURSKH7KHRU\DQGLWV$SSOLFDWLRQV'RYHU1HZ<RUN86$
3XWQDP5'%RZOLQJ$ORQH7KH&ROODSVHDQGUHYLYDORI$PHULFDQ&RPPXQLW\6LPRQ	6FKXVWHU1HZ<RUN86$
6HQ$'HYHORSPHQWDV)UHHGRP2[IRUG8QLYHUVLW\3UHVV2[IRUG8.
6RORZ56XVWDLQDELOLW\$Q(FRQRPLVW¶V3HUVSHFWLYH/HFWXUHWRWKH0DULQH3ROLF\&HQWUH0DVVDFKXVHWWV86$
7KRP56WUXFWXUDO6WDELOLW\DQG0RUSKRJHQHVLV$Q2XWOLQHRID*HQHUDO7KHRU\RI0RGHOV$GGLVRQ:HVOH\5HDGLQJ0$86$
7RPHU-3HUVRQDOFDSLWDODQGHPRWLRQDOLQWHOOLJHQFHDQLQFUHDVLQJO\LPSRUWDQWLQWDQJLEOHVRXUFHRIHFRQRPLFJURZWK(DVWHUQ(FRQRPLF
-RXUQDO±
=HHPDQ(&$SSOLFDWLRQVRI&DWDVWURSKH7KHRU\0DQLIROGV7RN\R-DSDQ

